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AMENDING THE MERCHANT SHIP SALES ACT OF 1946 





SATURDAY, JULY 24, 1954 


Houser or REPRESENTATIVES, 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D.C. 
The committee met at 10 a. m., Hon. Thor C. Tollefson, acting chair- 
man, presiding. 
The Cuarirman. The committee will come to order for consideration 
of H. R. 9868. 


(The bill referred to is as follows :) 


[H. R. 9868, 83d Cong., 2d sess.] 


A BILL To amend the Merchant Ship Sales Act of 1946 to provide for the charter of 
passenger ships in the domestic trade 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 5 (e) (1) of the Merchant Ship 
Sales Act of 1946 (60 Stat. 41), as amended, is amended by inserting after the 
words “may be chartered pursuant to the Act for bareboat use in any service” 
the following: “including the domestic trade in the case of passenger ships”. 

I think that everyone understands that we worked a little overtime 
last night and some of the other fellows just did not make it this 
morning. However, we will take testimony. 

I previously told other members of the committe e, incidentally, that 
we would not vote on the measure tod: iy if they could not be here. 

We will take testimony and have it available for the committee on 
either Monday or Tuesday. 

Mr. Ackerson, will you come forward, please? Please identify 
yourself and proceed with your statement. 


STATEMENT OF EUGENE ACKERSON, CHIEF, LEGISLATIVE 
DIVISION, MARITIME ADMINISTRATION 


Mr. Ackrerson. My name is E. J. Ackerson, Assistant General Coun- 
sel of the Maritime Administration. 

Mr. Chairman, I have copies of the report, and I believe you have 
copies of the report of the Secretary of Commerce, on the legislation. 
If it pleases the committee, I would be glad to read the opening part 
and then perhaps summarize the main provisions of the report. 

The CHarrman. If you will do that we would — iate it. 

Mr. Ackerson. The bill would amend section 5 (e) (1) of the Mer- 
chant Ship Sales Act of 1946, as amended, by including within the 
first sentence thereof authority to charter war-built passenger vessels 
for bareboat use in domestic trade. 

The present authority to charter war-built passenger vessels is con- 
tained in section 5 (f) (1) of such act, which authorizes charter by 
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the Secretary of Commerce pursuant to title VII of the Merchant 
Marine Act, 1936, as amended (ch: irtering for use in essential foreign- 
trade route services). 

Subsections (e) and (f) were enacted June 30, 1950, when the previ- 
ous authority -. charter under the Ship Sales Act was scheduled to 
terminate July , 1950. Charters under subsection (e) (1) may be 
made for Ea use of war-built dry-cargo vessels in any service 
which, in the opinion of the Federal Maritime Board, is required 
in the public interest and is not adequately served, and for which pri- 
vately owned American-flag vessels are not available for charter by 
private operators on reasonable conditions and at reasonable rates for 
use in such service. No charters may be made except after notice to 
interested parties of an opportunity for public hearing and after 
certification of findings by the Board to the Secretary of Commerce. 
The charters are subject to annual review by the Federal Maritime 
Board. 

It appears from the Congressional Record of July 12, 1954, pages 
9734 through 9736, that the bill was introduced in response to a request 
from a steamship company desiring to charter the steamship La 
Guardia, a war-built vessel which has been Jaid up in the national- 
defense reserve fleet for about 2 years. It further appears that the 
prospective applicant for charter contemplates conversion of the 
vessel from the dormitory type to a tourist type suitable for service 
between San Francisco and Hawaii. There is, of course, no commit- 
ment on the part of the Department of Commerce, the Maritime Ad- 
ministration, or the Federal Maritime Board, to act favorably upon 
any particular application when and if made. <A public hearing would 
be preliminary to any determination to enter into a charter of this 
vessel or any other war-built vessel under the amendment. 

Now, I will summarize some of the points in here. I would like to 
emphasize again that the charter of passenger vessels under this bill 
would be subject to all the terms and conditions prescribed for the 
chartering of dry-cargo vessels in section 5 (e). Certification by 
the Federal Maritime Board is required. There must be an oppor- 
tunity for a public hearing, and charters for vessels may not be made 
except where the Board finds the service would be in the public inter- 
est and that the present service is not now adequately serving, and 
private vessels are not available for charter under reasonable con- 
ditions and rates for use in such service. 

The Department believes that the authority is desirable and a stand- 
by aid for shipping. It would put into operation passenger-transport 
facilities which are so scarce today under the American ‘flag. At the 
same time, it puts an emergency defense asset in ready condition for 
immediate defense requirements as contrasted with having a vessel 
laid up in the defense reserve fleet. 

Some contention has been made that the Secretary of Commerce has 
authority under existing law to make the proposed charter, but this 
is not the view of the legal department of the Maritime Administra- 
tion. 

We believe that general legislation is desirable as contrasted with 
special legislation. 

We would recommend, as the Secretary of Commerce recommnds in 
the report on the measure, that the bill be amended so that the amend- 
ment would be to section 5 (f) rather than section 5 (e). That is in 
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order to put the provisions relating to charter of passenger vessels in 
one subsection. 

The suggested change would have the same effect as the bill under 
consideration, and chartering under it would be subject to the same 
limitations, conditions, and safeguards as under the language of the 
bill itself. 

I believe that covers the main points in the department report and 
our view of the legislation. 

The CuarrMan. Mr. Ackerson, it was my understanding there was 
some difference of opinion with respec: to the authority in the present 
law to do what is contemplated by this bill. You say the legal de- 
partment of the Maritime Administration believes that the present 
law does not contain adequate authority to charter the steamship 
LaGuardia? 

Mr. Ackerson. That is our present viewpoint on it, sir. 

The CrairmMan. Was there a difference of opinion down in your De- 
partment with respect to the law ? 

Mr. Ackerson. No; I believe not. 

The CuatrMan. And you have recommended that instead of the 
language of the bill that was introduced, there be substituted therefor 
language which will amend a different subsection of the act ? 

Mr. Ackerson. That is right. Not with a view of changing the 
substantive effect of the legislation, but to make it a more satisfactory 
codification, or compilation of the law. 

The Cuarrman. Mr. Allen, do you have any questions? 

Mr. Atien. I am afraid that you were a little too fast for me. I 
have not found the exact legal point upon which you based an opinion 
that the authority was not now available to the Commission. 

Mr. Ackerson. Well, subsection 5 (e) relates and refers to the 
charter of war-built dry-cargo vessels. There is some viewpoint that 
dry-cargo vessels, as used in that subsection, does not necessarily ex- 
clude the chartering of passenger vessels, because in the original sec- 
tion 5 there was special provision for the fixing of rates for charter of 
passenger vessels, and therefore it was believed there was a discernible 
intent to cover passenger vessels in 5 (e) as well as under the earlier 
provisions of the section. However, the legal division felt that that 
concept was not sustained by legislative history of Public Law 591, 
which was the law adding section 5 (e) and (f) to the Ship Sales Act. 

Mr. ALLEN. Why does not section 5 (f) (1) give the authority now ? 

Mr. Acxkerson. That relates to chartering vessels in the foreign 
service. 

Mr. Aen. Is that because of title VIT? 

Mr. Ackerson. That is what is covered by title VIT. 

Mr. ALLEN. And the charter hire would be fixed in what way ? 

Mr. AcKerson. That would be fixed by the Secretary of Commerce. 

Mr. ALLEN. Is there a policy now as to the elements that go to make 
up a rate? 

Mr. Ackerson. The charter hire would normally be subject to the 
limitations of the old section 5 (f), which relates the minimum-charter 
hire to the statutory sales price of the vessel. 

_Mr. Atten. Would you get an interest component and deprecia- 
tion ¢ 

Mr. Ackerson. Yes; and a depreciation component. 

Mr. Auten. Anything else / 








4 AMEND MERCHANT SHIP SALES ACT OF 1946 


Mr. Acxerson. No; I believe not. 

Mr. Auten. Those components would be what—314 percent and 
5 percent ! 

Mr. Ackerson. Those are the ones historically used, that is true. 

Mr. Auten. Would you have any conflict in the basic cost for the 
use of the vessel which would put any other operator in a bad competi- 
tive position because of having acquired its vessels on a different basis # 

Mr. Ackerson. Well, the charter would not be authorized in the 
first place unless the service that is proposed by the applicant is re- 
quired in the public interest, and for which privately owned American- 
flag vessels are not available for charter by private operators under 
reasonable conditions and at reasonable rates for use in such service. 
Certainly under that the Board and the Secretary would take into 
consideration the effects of any proposed charter hire on existing ship- 
ping operations. 

Mr. Auten. It is the opinion of an unqualified expert that the travel 
out there is a little more than the present service is taking care of, but 
if on that basis another ship could go on, then I am wondering 
whether the investment in the ships now operating would be higher 
as a factor in making a rate than the charter hire of the new ship so as 
to put the existing operators and the new operator in a position where 
they are not strictly competitive on the basis of the investment they 
have, either in ships they own, or in ships they charter. 

Mr. Acxerson. Well, I think that I see what you mean, Mr. Allen. 
There would be an interplay of the economic effects of putting a new 
and an additional service which increases the service available to 
people who want to move between San Francisco and Hawaii. I do 
not believe that I am qualified to say categorically that might not have 
some indirect effect upon the public. 

Mr. ALLEN. Does the Commission consider the factors I mentioned 
in fixing the charter hire? 

Mr. Ackerson. Undoubtedly. Certainly they would not escape 
having it called to their attention in the course of a public hearing. 

Mr. AtLeEN. Does the bill involve any expense on the part of the 
Commission for putting the Za Guardia in shape for sea ? 

Mr. Ackerson. Frankly, I do not know as to that. 

The Crarrman. In that connection, am I correct in my understand- 
ing there will be some alteration work done on this ship before it is 
put into service ? 

Mr. Ackerson. That, I understand, is contemplated to be made by 
the prospective charterer in order to fit it for a particular type of 
passenger service, 

The Cuamman. Permission would have to be obtained from the 
Maritime Administration to do that ? 

Mr. AckeErson. Oh, yes, that would be a part of the charter consid- 
erations. 

The Cuamrman. Mr. Campbell, do you have any questions? 

Mr. Campset.. I have no questions. 
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The CuairmMan. Mr. Ray, do you have any questions / 
Mr. Ray. To follow up what Mr. Allen was asking, I am puzzled as 
to the effect of these words at the end of your proposed amendment : 


Pursuant to subsection (e) of this section. 


I have difficulty seeing where that takes us. 

Mr. Ackerson. Well, that to my mind simply means that in the case 
of an application to charter a passenger vessel, that application would 
be heard and considered and handled by the Board, the Federal Mari- 
time Board, and the Secretary of Commerce, under all the provisions 
of subsection (e) which relate to war-built dry cargo vessels; that is, 
the preliminary conditions and findings that have to be made by the 
Board as to the public interest satisfaction and as to the lack of ade- 
quate service at the present time, and as to the availability of private 
vessels for charter for that kind of use. 

Mr. Ray. It means the same in your mind as though you said, 
unde r procea lure simil: ar to those prescr ibed j in subs ection (e) ? 

Mr. Ackerson. Yes, under procedures prescribed in subsection (e). 

Mr. Ray. Subsection (e) veliclas to an entirely different class of boat. 
Do you find any awkwardness in that phrase “pursuant to subsection 
(e)” instead of the phrase “under procedures similar to those pre- 
scribed in subsection (e)”? I will refer that to counsel. 

Ir. ALLEN. Would you have al \ objection to an amendment along 
the lines suggested ? 

Mr. Ackerson. I think not. 

Mr. Drewry. Mr. At*kerson, alone the lines that Mr. Allen wa 
questioning you, would the last sentence in subsection (e) just before 
the proviso cover the point which he raised, that the Secretary of 
Commerce is authorized to include in such charters such restrictions 
and conditions as the Federal Maritime Board determines to be 
necessary or appropriate to protect the public interest in respect to 
such charters, and to protect privately owned vessels against compe 
tition from vessels ope under this section ? 

Mr. Ackerson. Well, sir, I am glad you called attention to that 
prov ision in there because yt it covers wh: at I inte rpret the section to 
provide—a clear protection of the private vessels against Government 
chartering. 

Mr. Drewry. Well now, as far as the charter rate is concerned, 1 
Sf ‘re a limitation on the charter rate? Is not the 5 percent and the 

percent a minimum rather than a fixed rate? 

"ee Acxrrson. Oh, yes. 

Mr. Drewry. So, if in considering the competitive factor higher 
rate than the 5 plus 314 percent were deemed necessary in order to 
provide equal competition, then you would have au thority to nego- 
tiate that ? 

Mr. ACKERSON. That is right. 

Mr. Drewry. Of course, the proviso calling for an annual review 
would give further control ? 

Mr. Ackerson. Continuous control in the possibility of competi- 
tion. I might add that the provisions for charter hire are set forth 
precisely in 5 (b) and certainly those would be the standard and the 
guide for the Federal Maritime Board and the Secret ary of Commerce. 

Mr. Drewry. One more thing, Mr. Ackerson. I refer to a letter 
of July 22 from the Comptroller General reporting on this bill, 1 
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which he suggests an amendment, and I would like to have you read 
it and see whether that is generally along the lines that you proposed 
in your report. 

Mr. Ackerson. Yes, that certainly has the same substantive legal 
effect as the amendment which we proposed. It is slightly different in 
wording. The main difference that I see is that our amendment 
refers to passenger vessels owned by the United States. Well, of 
course, only vessels owned by the United States could be chartered 
under this | rislation anyhow. 

Mr. Drewry. And the definition of “war-built vessel” itself would 
cover that / 

Mr. Ackerson. Yes, that would cover that. 

Mr. Drewry. That is all. 

The Cuairman. Are there any further questions of Mr. Ackerson ? 
If not, we thank you very much, Mr. Ackerson, for coming and for 
patiently standing by this morning. 

STATEMENT OF ELMER J. MARTIN, PRESIDENT, HAWAIIAN 

STEAMSHIP CO., ACCOMPANIED BY JOSEPH A. KLAUSNER, 

COUNSEL 


Phe Cuamman. Now, Mr. Martin, will you come forward, please ? 
Mr. Marrtn. Yes, sir 


I Cuamman. Mr. Martin, will you identify yourself for the 
record, and proceed with vour statement. IL. note that you are ac- 
companied by counsel, Mr. Klausner. 


Mr. Kiausner. While we are in the midst of the discussion, I 
wonder whether it would be proper if I were to hazard a reply to 
some of the questions that have been asked before Mr. Martin reads 
his statement ? 

Phe Cuatmnan. That is perfectly all rm 

Mr. Kuausner. In the first place, Co 


oht. 
ngressman Allen has read 


( 


section 5 of the act. ‘There is no minimum requirement on charter 
hire, such as sappl ‘able wu der t tle 7. The: actual pr: ictice has been 
ce tormityv w ith section ov (b) where, because of the special cir- 
cumstances relati * TO passenger vessels, Congress expressly provided 
i t would be all 1 oht for the Government in the case of passenger 
vessels to accept a rate which was less th 1 15 percent of the statutory 
sales price provided for other vessels under the act. It has been my 
nderst ling in the past that passenger vessels, including the Za 
ners lf. had, in fact, bee chartered ata lower rate which 
1 the itutory sales price as a base for it. but taking into account 

es i ms LNiese ttache ito passenger vaneees, 
| our ulations we have been estimating an » percent mini- 
ul There is in addition a ohana provi dled ‘for additional 


iter hire under all of these charters just as under title 7. The 
ment participates to the extent of 50 pe reent of any of the 


ofits over 10 percent of the tna ree peaie employed. In the 
se the capital necessarily employed would, apparently, con- 
mul work ng-capital requirement plus the cost of 


put into the vessel. After deducting 10 percent of that 
Government would participate in 50 percent of any profits 
\) rently t il has been considered a satisfactory arrange- 


th congressional intent. e 
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Mr. Auten. In this type of operation is the schedule of rates 
charged to passengers subject to regulation ? 

Mr. Kiausner. The schedule of rates is set by section 18 of the 
Shipping Act of 1916 and the Intercoastal Shipping Act of 1933. 
The rates have to be approved and the Commission or, perhaps, I 
should say now the Board has full authority to determine the reason- 
ableness of those rates. Perhaps as a fact it would be interesting to 
know that since the proposed operation is of a tourist type and not 
a luxury type of operation the rates will be really about two-thirds of 
the Juxury rates which are presently in operation in that trade. 

Mr. Auten. I was concerned not so much with what the Govern- 
ment might realize from the transaction, but rather with another 
phase of it. I would like to see more ships running on the west 
coast, but not at the expense of putting the ships which are already 
there out of business. Having in mind the conditions under which 
the Lurline was put back into operation and the high cost involved, 
I am curious to ig whether the capital structure involved there, 
and which would find its way into the ratemaking base, would be 
such that the charter hire would furnish a different base and put 
that vessel out of the competitive field. 

Mr. Kuausner. It is my understanding that both the lines which 
offer regular service such as the Lur/ine or, incidentally, the service of 
the American President Lines in its Far East subsidized line have 
indicated that there will not be any unhappy competitive effects. 
They have done so in conversations with all of us. Iam like yourself, 
or less than yourself, I do not pretend any special expertness in this 
field, but with the enormous costs of operating a passenger ship, espe- 
cially under American standards, the cost does not really present the 
possibility of genuine cutrate making. There is a tremendous central 
nub which runs somewhere between $13,000 to $15,000 a day for the 
operation of even a low-cost operation such as ours is contemplated 
to be. 

There was, I think, one other point which was mentioned about 
which I think I thought I would say just a word, and that is that the 
cost of the conversion of a vessel and the repair of a vessel, although 
nominally clearly the owne ma obligation—that is, the Government’s 
obligation—apparently cannot be assumed in this instance because the 
funds are not avail: tble. We had some hop s that at least the class 
work might be assumed by maritime. It isa burden, which our under- 
standing is, we will have to carry out. 

The CHatmrMan. Mr. Martin, I understand you had a statement. 
I think the committee would prefer that you just insert it in the 
record, and make your comments thereon. 

Mr. Martin. Thank you very much. 

(The statement submitted by Mr. Martin is as follows:) 

STATEMENT OF ELMER J. MARTIN, PRESIDENT, HAWAITAN STEAMSHIP Co. 

Mr. Chairman and members of the committee, my name is Elmer J. Martin, 
my address is 1101 Northern Life Tower, Seattle, Wash. 

I am president of a newly formed corporation, the Hawaiian Steamship Co., 
Ltd., of Honolulu. We have been interested in establishing a regular tourist- 
class passenger service between San Francisco and Honolulu and in the course 
of our inquiries have determined that the only suitable vessel is the steamship 








~ AMEND MERCHANT SHIP SALES ACT OF 1946 


La Guardia which is owned by the United States. So far as we have been able 
to establish, there are no suitable privately owned passenger vessels available 
for this purpose. 

Our study of the traffic potential to Hawaii has satisfied us that there is a real 
need for a cabin or tourist class passenger ship serving the trade between the 
Pacific coast and Hawaiian Islands. Our conclusion is verified by independent 
surveys, trade publications and newspaper articles. For instance, the travel 
section of the July 18 issue of the Washington Post stated that in the month 
of June on one air carrier alone, tourist passenger travel from the west coast 
to Hawaii had increased 11 percent over June of last year. 

rom the same paper is quoted the following: ‘Honolulu, Hawaii: Hawaii 
is expanding in three vacation departments this summer: beaches, hotels, and 
visitor activities. Today Hawaii can easily handle 5,000 visitors a day. About 
3 years from now, island tourism, experts believe, the number may be doubled. 
New construction is in the moderate rather than luxury class, but swimming 
pools and gardens are prominent.” On June 1, 1954, the news bulletin of the 
Pacific Area Travel Association said the following: 

“HAWAII.—With 1,030 new hotel rooms on drawing boards or actually in the 
early construction stage, W. O. Cogswell, executive director of the Hawaii 
Visitors Bureau has announced stepped up promotional plans to help keep them 
filled. 

“The 1,030 hotel rooms represent a 44 percent growth in the hotel plant of 
Hawaii in a single year. The Hawaii Visitors Bureau estimates that for each 
additional 200 rooms added to Honolulu’s on-season taxed hotel plants, it will 
be necesasry to add 8,000 yisitors per year. In pointing out the need for addi- 
tional promotional dollars to support the program, Mr. Cogswell seemed con- 
fident Hawail will be able to fill the new hotels.” 

On the same basis, the new hotel rooms mentioned would accommodate more 
than 41,000 additional guests annually. All surface vessels were able to lift 
only 31,000 westbound passengers to Hawaii last year. Yet Hawaiian realty 
interests expect to fill new rooms alone exceeding last year’s record surface 

vement by one-third. If our service becomes an actuality, as we now plan the 

ersion, the ship will have a capacity of some 600 passengers. If this vessel 
were to run 28 voyages per year and, if fully booked every voyage, we could 
accommodate 16,800 westbound passengers, which is only 40 percent of the new 
hotel construction alone. 


The single vessel which accounted for the bulk of the ship-passenger movement 
in the area last year ran at 94 percent of capacity, according to the president 
of the company. On a recent voyage about the middle of June, the vessel Sailed 


with some 60 or 70 passengers in excess of her rated passenger capacity. This 
indicates that unless additional surface accommodation is provided, any increase 


in travel will be limited to air 


W ave not atte} i t iborate « the need for passenger service to any 
ports in the islands other than Honolulu. The only interisland travel now 
available is by ai When ru rs of our proposed service reached the islands, 
we were immediately contacted by various interests on the island of Hawaii to 
urge us to include Hilo as a por ( Ci We have been counseled by travel 
acel including those in Honolulu, that additional port coverage in the 
islands would appear to be we orth considering 

The carriers now serving the surface t avele! in the area are offering a most 
commendable service liowever, we feel that there is a great need for a low- 
cost one class surface vesst Oo augment the service now available. Before 
World War II, 5 pass é s of 1 company and 5 of another company 
were e! ed to one ¢ ree or another in the traffic, according a wide selection 
of facilities for a far smaller movement of passengers. Today, for all practical 
purposes, there is only one basic ship carryi first class only in the trade, with 
auxiliary service by two others primarily serving the Far East. 

It is now an estal d fact in the tourist and travel field that during the 
past few years a tremendous increase in touring and traveling has been 
generated within an entirely new segment of our population, namely, the 
moderate and middle-i me groups. With automatic paid vacation and greatly 





sed incomes, this portion of our people a ible to enjoy more elaborate 
ays than previously known to them as a group, It is to these people that 
eel the proposed service will have a primary attraction. Our company 


formed by an official of one of the air carriers to the islands that by the 


e of 1955, 80 percent of r passengers to Hawaii will go by tourist coach 
only 20 percent paying for first class air travel. When we bear in mind 
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that overseas air coach travel is a comparatively recent innovation, it would 
appear that tourist class travel has real appeal to a great many people. 

A recent series of editorials appearing in one of Honolulu’s newspapers dealt 
with the economy of the islands and the problem of providing employment for 
the steadily increasing work force. Because of their geographical location, 
development of normal industry has been limited. Total income from the 
tourist trade is equivalent to half that from pineapple exports and more than a 
third of that derived from sugar. Properly developed, the visitor industry 
can become the greatest income producer in the Territory. It is also singled 
out as the best potential source of new employment, which the economy of the 
islands needs to absorb the increase of worker-population, It will be noted 
from table 1 of the annual research report for 1953 by the Hawaiian Visitors 
sureau that a tremendous upsurge in travel to Hawaii has in fact taken place. 
During the 10 years from 1922 through 1931 inclusive, there was an average of 
14,500 westbound passengers to Hawaii. In the following 10 years, through 


1941, the 10-year increase was 29 percent. The past 3 years saw an average of 
more than 58,000 visitors, or three times more than the average for the 10 years 
prior to 1941. The year 1953 increased 30 percent over 1952, with a total of 
72,152 westbound visitors to the Territory. Information recently sent to us 


indicates an increase of 35.000 total visitors, east and westbound, during the 
first 6 months of 1954 over the corresponding period last year. Westbound 
figures are not vet available, but obviously also went uj 

We have mentioned above that the La Guardia is the most suitable vessel 
for our purpose 


The La Guardia was constructed during World War IT and was subsequent 





y 
converted to a semidormitory style for the Mediterranean trade. She has since 
been operated in various other trades by the National Shipping Authority under 
charter to the Military Sea Transportation Service. During this employment 
he operated in trans-Atlantic runs to Germany any trans-Pacific operations to 
Tapa 

Preliminary examination of the vessel has indicated that she will require sub- 
stantial conversion for the purpose we have in viev In id of dormitory 
quarters, we would wish to install cabins for 2 or 3. Subjec the appr l of 
the Maritime Administrator, we have worked out design sketches for the con- 
versi The vessel likewise requires substantial classwork, including the 4 year 
special survey which is now due, It is clear that an investment will be required 
of many hundred thousands of dollars. Thus, the conver n Will entail rge 
expenditures in American shipyards, which are, at present, short of work. 


} 2 


Che operation will likewise mean employment of more than 300 seamen, and 
is, therefore, valuable in that direction. 

Finally, an important passenger unit will be added to the operating merchant 
marine, readily available for military use and maintained at a high level of 
eurrent efficiency. 

The legal phases of this problem are set forth in a memorandum which I sub- 
mit herewith, and I shall not discuss them as this time. 

I desire to emphasize that I have received no commitment from the Maritime 
Administration that our application will be approved. The application will be 
filed and processed in accordance with standard procedures, if the bill becomes 
law. As I understand, a full public hearing would be held first before the Federal 
Maritime Board, which must make certain preliminary findings and recom- 
mendations to the Secretary of Commerce before a charter may be executed. 
These findings appear in section 5 (e) of the Merchant Ship Sales Act, as it now 
stands and apply to the carriage of cargo; under the amended section, they would 
become applicable to the carriage of passengers as well 

During the hearings before the Senate subcommittee on the companion bill 
introduced by Senators Butler and Magnuson, the representative of the Lucken- 
bach Steamship Co. expressed anxiety whether the bill might permit a charterer 
to employ a passenger vessel in the intercoastal trade to carry cargo, without 
separate proof that cargo space is required as such in such trade. Although we 
do not intend to operate intercoastally, it is our understanding that section 5 (e) 
fully protects existing operators in this regard, and that to the extent a passenger 
vessel is used to carry cargo, application to do so must satisfy each of the 
statutory findings of section 5 (e). 


Mr. Martin. Mr. Chairman and members of the committee, my 
name is Elmer J. Martin. My address is 1001 Northern Life Tower, 
Seattle 1, Wash. 
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There are a few pertinent sections of this statement that I should 
like, if I may, to read to you, and then I will just file the rest of it. 
On the first page I state: 

Our study of the traffic potential to Hawaii has satisfied us that there 
is a real need for a cabin or tourist-class passenger ship serving the 
trade between the Pacific Coast and Hawaiian Islands. Our con- 
clusion is verified by independent surveys, trade publications, and 
newspaper articles. For instance, the travel section of the July 18 
issue of the Washington Post stated that in the month of June on one 
air carrier alone, tourist passenger travel from the west coast to 
Hawaii had increased 11 percent over June of last year. 

On June 1, 1954, the news bulletin of the Pacific Area Travel Asso- 
ciation said the following: 


HAWAtIl—With 1,030 new hotel rooms on drawing boards or actually in the 


early construction stage, W. O. Cogswell, executive director of the Hawaii 
Visitors Bureau has announced stepped up promotional plans to help keep them 
filled 

The 1,030 hotel rooms represent a 44-percent growth in the hotel plant of 
Hawaii in a single year. The Hawaii Visitors Bureau estimates that for each 
additional 200 rooms added to Honolulu’s on-season taxed hotel plants, it will 
be necessary to add 8,000 visitors per year 


On the same basis, the new hotel rooms mentioned would accom- 
modate more than 41,000 additional guests annually. All surface 
vessels were able to lift only 31,000 westbound passengers to Hawaii 
last year. Yet Hawaiian realty interests expect to fill: new rooms 
alone exceeding last year’s record surface movement by one-third. 
If our service becomes an actuality, as we now plan the conversion, 
the ship will have a capacity of some 600 passengers. If this vessel 
were to run 28 voyages per year and, if fully booked every voyage, we 
could accommodate 16,800 westbound passengers, which is only 40 
per ent of the new hotel « 

The single vessel which accounted for the bulk of the ship-passenger 
movement in the area last year ran at 94 percent of capacity, according 
to the president of the company. Ona recent vayage about the middle 
of June, the vessel sailed with some 60 or 70 passengers in excess of 
her rated passenger capacity. ‘This indicates that unless additional 
surface accommodation is provided, any increase in travel will be 
limited to air. 

Down at the bottom of the third page there is a section I would like 
to read to you. 

Bef re World War LT. 5 p issenger vessels of l company and 5 of 
another company were employed to one degree or another in the 
traflic, affording a wide selection of facilities for a far smaller move- 
ment of passengers. Today, for all practical purposes, there is only 
1 basic ship carrying first class only in the trade, with auxiliary service 
by 2 others primarily serving the Far East. 

It is now an established fact in the tourist and travel field that 
during the past few years a tremendous increase in touring and travel- 
ing has been generated within an entirely new segment of our popula- 
tion, namely, the moderate and middle income groups. With auto- 
matic paid vacation and greatly increased incomes, this portion of 
our people are able to enjoy more elaborate holidays than previously 
known to them as a group. It is to these people that we feel the pro- 
posed service will have a primary attraction. Our company was 
informed by an official of one of the air carriers to the islands that 


tTruction alone. 
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by the middle of 1955, 80 percent of air passengers to Hawaii will go 
by tourist coach with only 20 percent paying for first class air tré avel. 
When we bear in mind that overseas air coach travel is a compara- 
tively recent innovation, it would appear that tourist class travel has 
real appeal to a great many people. 

[t will be noted from table 1 of the annual research report for 1953 
by the Hawaiian Visitors Bureau that a tremendous upsurge in 
travel to Hawaii has in fact taken place. During the 10 years from 
1922 through 1931 inclusive, there was an average of 14,500 westbound 
passengers to Hawaii. In the following 10 years, through 1941, the 
10-yeav increase was 29 percent. The past 3 years saw an average of 
more than 58,000 visitors, or 3 times more than the average for ths 
10 years prior to 1941. The year 1953 increased 30 percent over 1952, 
with a total of 72,152 westbound visitors to the Territory. Informa- 
tion recently sent to us indicates an increase of 35,000 total visitors, 
east and westbound, during the first 6 months of 1954 over the corres- 
ponding period last year, Westbound figures are not yet avi ailable, but 
obviously also went up. 


Preliminary examination of the vessel has indicated that she will 
require subs tantial conversion for the purpose we have in view. In- 
stead of dormitory quarters, we would wish to install cabins for 2 or 
. Subject LO the a pp roval of the Mar time Adm strator, we have 
worked out design sketches for the conversion. The vessel likewise 
requires substantial classwork, including the 4 year special survey 
which is now due. It is clear that an investment will be required of 
many hundred thousands of dollars. Thus, the conversion will entail 
large expenditures in American shipyards, which are at present short 
of work. 

The operation will likewise mean employment of more than 300 
eamen, and is therefore \ | inble in that dir TION. 

Finally, an import: ant passenger ul it will be added to the operating 
merchant marine, re uclily availa ble. ior military use and man ained 

a high level of current efficiency. 

I desire to em} hasize that I have received no e nmitme nt from the 
Maritime Administration that our application will be approved. The 
application will be filed and processed in accordance with standard 
procedures, if the bill becomes law. As I understand, a full public 
hearing would be held first before the Federal Maritime Board, which 


must make certain preliminary findings 5 and recommendations to the 
Secretary of Commerce before a chart may be executed. ‘These find- 
ings appear in section 5 (e) of the Merchant Ship Sales Act, as it now 
stands and apply to the carriage of cargo; under the amended section, 
they would become applicable to the carriage of passengers as well. 

During the hearings before the Senate subcommittee on the com- 
panion bill introduced by Senators Butler and Magnuson, the repre- 
sentative of the Luckenbach Steamship Co. expressed anxiety whether 
the bill might permit a charterer to employ a passenger vessel in the 
intercoastal trade to carry cargo, without separate proof that cargo 
space is required as such in such trade. Although we do not intend 
to operate intercoastally, it is our understanding that section 5 (e) 
fully protects existing operators in this regard, and that to the ex- 
tent a passenger vessel is used to carry cargo, application to do so 
must satisfy each of the statutory findings of section 5 (e). 
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The Cuarrman. Mr. Klausner indicated that your operation here 
would not be a subsidized operation ? 

Mr. Martin. That is right; yes, sir. 

The CuHarrmMan,. Mr. Allen, do you have any questions? 

Mr. Auten. Mr. Martin, the addition of this ship to the service 
in the Pacific would bring up to four the number of American-flag 
passenger ships in operation there ? 

Mr. Martin. That could be stated that way, Congressman. How- 
ever, I think for all practical purposes it does not do that because the 
American President Lines operate two ships there under subsidy and 
carry practically no passengers to the islands. They do not want 
them primarily because they, naturally, would prefer the long haul 
on out, and any space they would have they would prefer to use for 
that purpose. 

Mr. Kiausner. I just wanted to interpolate that under their sub- 

idy contract they obviously would be required to give preference to 

; al standpoint it is 
TI 


iat 


{ forelon trade, al | from an economic 


ctical to go back to Hawaii if they think they can sell 


NAce » Janay 
- AT 4 7 7 . r il . ,. © ia on 7 
Mir. Anuen. I was thinking more of the passenger ships which are 
ilable in that service, whether they would be available in case of 
al emergency, the Pr id t Cleve land, the Pr¢ side nt i} ilson, the Lur- 
} l lthe La G / 
‘ : mr) f ° ] > . —_ 
‘Ir. Martin. Those four ships would be available in the reserve 


Mr. Atuen. Is the Za Guardia a P-2 type hull which was built for 


{ ort purpose uring the war ¢ 
Mr. Martin. Yes, sir: she was built for that p irpose, but not used. 
Mr. AuLen. In that respect she is similar to President Wilson and 
P ‘dent Clevela 12 
Mir. Martin. Yes, sil 
Mr. An She is an 18-knot ship? 
Mr. Marrrn. I believe she is a little faster than that, but that is 


Mr. ALLEN. Do you have any estimate of what it would cost to 
convert 1t¢ 

Mr. Martin. I think Mr. Stephenson, who is the design expert on 

ur staff would be much more qualified to answer that for you than I 
would be. I could only give you the answers he has given me on that. 
I could just give you an estimate. 

Mr. Auten. That is entirely agreeable, just an estimate. 

Mr. Martin. Including the class work it would be somewhere in 
the neishborhood of $800,000 or $900.000. 

Mr. Auten. I would hazard a guess that you would have some 
arrangement under which you would take passengers to the islands 
and back, possibly one way by air with 2 or 3 weeks vacation there 
for possibly $200 or $300. 

Mr. Martin. The rates will vary according to the accommodations, 
We expect to have some dormitory rooms where the cost will be a 
minimum. They will be competitive with air coach rates now. We 
have one suite which has facetiously been called the Queen’s suite 
which has a $500 classification, but there is only one room of that 
nature. I believe there are two of them at $400, and the balance of 
them are from $385 down to $110. 
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Mr. AuueN. Is that 1 way for 1 person? 

Mr. Martin. Yes, sir; that is 1 way for 1 person, of course with a 
discount for round trip. 

Mr. AtLEeN. Would this be serving a large group of people who 
presently find the existing rates far beyond their reach? 

Mr. Martin. That is right; yes, sir. I believe, in essence, what 
we will do will be much more competitive with air than with the ship 
now operating because we do not have any plans for luxury type 
accommodations there. I am sure you are familiar with the ship that 
is there now. They are doing a marvelous job with her. They are 
serving a high type of clientele with their luxury accommodations. 
I feel with the trend of transportation that the tourism which is now 
being developed is more or less to the tourist or lower cost type of 
transportation, and as I stated in the statement regarding an air 
carrier that in 1955 they expect that they will be carrying 80 percent 
air coach when it has been just up until a couple of years ago all first 
class. 

Mr. AtLEN. Do you yourself have a background of experience in 
ship operation ? 

Mr. Martrn. No, sir; I do not. 

However, I have in our group men who are fully qualified and the 
organization, of course, would be subject to the scrutiny of the Mari- 
time Administration, as you know, and the operating personnel, those 
who apply to the operation of the ship, will certainly have to be fully 
qualified in order to be able to obtain a charter from the Maritime 
Administration. 

Mr. ALLEN. —— you. 

The Cuamman. Do you have any questions, Mar. Campbell or Mr. 
Ray? Mr. Dre’ ‘wry, do you have any questions 

Mr. Drewry. I might ask your counsel, Mr. Martin, whether you 
have seen the substitute lancuage which is suggested by the Maritime 
Administration ? 

Mr. Kuausner. Yes. 

Mr. Drewry. And whether or not that meets the situation, as far 
as you are concerned ¢ 

Mr. Kiausner. Yes: it is perfectly satisfactory to u 

The Cuatrman. Mr. Campbell. 

Mr. CAmpsBELL, There is no type of service of this kind at the 
present time ? 

Mr. Martin. No, sir; there is not. The ship which is operating 
now is a very fine luxury class ship, a first class passenger ship. 

Mr. CAMPBE! L. There is no subsidy involved ? 

Mr. MARTIN. No. sir: she is privat ly owned. a — have a 
subs idy, on their freighters and their Far East service, » Oceanic 
Steamship Co. which they apparent] 
subsidized line, but the ship which they are operating now is not 
subsidized. Itisa privately owned vessel. 

Mr. CampretL. What is your competition ? 

Mr. Martin. The Lurline. 

Mr. Campsetn. A lot of people can get into business very fast. It 
takes 5 minutes to make a decision, and sometimes 15 years to get 
out of it. 

Mr. ALLEN. The service is between points in the United States and 

herefore, restricted to Ame rican-flag vessels. The only competi- 


, y ‘ ; “= 1] 
v hope to reactivate, will be a 
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tion is the Matson Line and some of the other Ameican-flag freighters. 

Mr. Martin. Of course, before I came to Washington I wanted to 
satisfy myself that I was not stepping on anyone’s toes, and I had a 
very fine and comprehensive chat with the President of the Matson 
Steamship Co., and it was his feeling that our two services would 
not be competitive, that we would actually be augmenting the service 
which now exists. 

Mr. Camppe.n. Off the record. 

(Discussion off the record.) 

The Carman. Are there any further questions of Mr. Martin? 
If not, we thank you very much, Mr. Martin. 

(Discussion off the record.) 

Mr. Kuavusner. Mr. Martin’s statement contains reference to a 
couple of attachments and also to a problem that I am under duty to 
expressly call your attention to. 

Mr, Allen asked about the technical problem, as to whether our 
present statute does not permit chartering in the opinion of the 
Maritime Administration in the domestic trade, and we have pre- 
pared a memorandum of law dealing with that, to which reference 
is made in Mr. Martin’s statement, and if it is agreeable I would 
like to offer that for the record and ask that it be included in the 
record. 

The Cnatrman. That may be done. 

(The matter referred to is as follows 

The present bill would amend section 5 (e) (1), Merchant Ship Sales Act 
1946, as amended, to make clear the authority of the Secretary of Commerce, 
after hearing and recomme und ition by the Federal Maritime Board, to charter 
passenger vessels on bareboat terms in the domestic trades. 

As section 5 read, before it was amended by Public Law 591, 81st Congress, 
it clearly permitted such charters of passenger vessels in the foreign and domes- 
tic trades. Section 5 (a) reads: 

“Any citizen of the United States * * * may make application to the Com- 
mission to charter a war-built dry-cargo vessel, under the jurisdiction and 


control of the Commission, for bareboat use * * *, 
The expression “war-built dry-cargo vessel” clearly included passenger vessels, 
since section 5 (b), which fixes the rate of charter hire for vessels that may 


be chartered under the act, had a special provision fixing the rate “in the case 
of vessels having passenger accommodations for not less than eighty passengers.” 
Furthermore, the expression dry-cargo vessel as used in section 8 (d) of the 
act plainly included passenger vessels, because in providing for adjustments in 
the statutory sales price of vessels sold under the act, the section read: 

“No adiustment. except in respect to passenger vessels constructed before 
January 1, 1941, shall be made under this Act Which will result in a statutory 
sales price which (1) in the case of dry-cargo vessels (except Liberty-type 
vessels) will be less than 35 per centum of the domestic war cost of vessels 
of the same type, (2) in the case of any liberty-tvype vessel will be less than 


31 per centum of the domestic war cost of the vessels of such type, or (3) in 
the case of a tanker will be lk than 50 per centum of the domestic war cost 
of tankers ¢ the same type _" 


The price of passenger vessels was thus to be calculated as for other dry- 
eargo vessels 

Section 5 (d) of the act indicated that vessels chartered under the section 
could engage either in the foreign trade or in the domestic trade. 

Thus until 1950, there was no doubt that passenger ships could have been 
chartered for the domestic trade as well as the foreign. The act of June 30, 
1950, Public Law 591, 8lst Congress, 63 Stat. 308, provided for the further char- 
tering of “war-built dry-cargo vessels” on or after June 30, 1950, for bareboat 
use in any service which in the opinion of the Federal Maritime Board is re- 
quired for the public interest and is not adequately served, and for which 
privately owned American-flag vessels are not available for charter by private 
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operators on reasonable conditions and at reasonable rates for use in such 
service. However, by the same act, subsection (f) was added to section 5: 

(1) Notwithstanding the provisions of sections 11 and 14 of this Act, as 
amended, the Secretary of Commerce may charter any passenger vessel, whether 
or not war-built, owned by the United States on or after June 30, 1950, pursuant 
to title VII of the Merchant Marine Act, as amended. * * *” 

The chartering provisions of title VII of the Merchant Marine Act are limited 
to essential trade routes determined in accordance with section 211 of the act, 
and all of these are, of course, in foreign commerce 

It does not appear from the legislative history of section 5 (f) (1) that Con 





gress deliberately intended to exclude the chartering of p Senge! SNe il 
domestic trade. The problem was simply not before the legislative rmmittes 
The Maritime Commission report shows that at the time four passenger vessels 
were beil operated under the Ship Sales Act in the transpacifie service, a 
the La Guardia in the Mediterranean service Four prewar-! It vessels we 
being chartered under other authority (probably Publie La 01. Tith © 
Since the Commission had already decided that the good neighbor ships, Argen 
tina, Brazil, and Uruguay, should be advertised unde tle VII, “the Commis 
sion believes that ithority should be granted it to cl ry | nger 
vessels as well as prewar-built vessels under the tei nd conditions of tith 
VII of the 1936 act” (House hearings on H. R. 491, 81st ¢ p. 7 

The Acting Maritime Administrator in a memorandum dated June 1, 105¢ 
(id. pp. 3 and 1). snid: 

‘The Commission stated on March 15, 1950, that the « authority ft harter 
cargo vessels ships necessary at this time is the ver ed authority 
charter war-built cargo vessels to meet special n eds foreign and domestic 
trades which may continue to rise and to charter passeng essels whether war 
built or not under title VII of the Merchant Marine Act 1954 As te harter 
of passenger vessels (whether war-built or not), the Commission believed that it 
was desirable to handle such operations under the 1936 act inasmneh as i 
anticipated that further chartering would be predominantly to provide vessels 
pending arrangements for placing passenger vessels in permanent service.’ 

The Senate report on the bill 8S. 3571 said (S. Rept. 1783, Stst Cone ) 

It was further developed that our merchant fleet is drastically short of pas 
senger tonnarce In fact we are far lh Ww our prewar ] tion this 1 portant 
seg t of the shippi industry Four passenge) | ! irtered 
under the Ship Sales Act of 1946. Four others are | chartered under othe 

ithority of Is Although there are six new passenger ships under construc 
tion, the testimony indicated we should continue to charter passenger vessels evel 
after the new ships are completed. The demand for passenger accommodations 
particularly the large actual land potential demand fro the middle-income 
group, is evidence of this conclusion. The bill (sec. 8) provides that any 
passenger vessel, war built or nonwar built, may be chartered pursuant to title 
VII, Merchant Marine Act, 1936, ‘as amended. Title VII requires that the ships 








be chartered on competitive bids under restrictions which protect the interests of 
the Government.” The House report dated June 27, 1950, said (H. Rept. 2363 
Sist Cong, pp. 6 and 7) 


“The shortage of passenger vessels in our American-flag merchant marine as 


commercial adjuncts and suitable for use as military auxiliaries is such that it 
scarcely needs comment in addition to that stated in the section-by-section 
analysis of the bill. The United States is far below its prewar position in this 


important segment of the shipping industry, and, until this portion of our 
fleet can be substantially built up, it is evident that chartering should continue. 
Under section 3, it is provided that existing charters of passenger vessels may be 
continued until December 31, 1951, or until expiration thereof by the terms of 
their provisions With respect to new charters, title VII of the Merchant 
Marine Act of 1936 provides the most suitable standards. Title VII requires that 
ships be chartered on competitive bids under restrictions which would both fully 
protect the interest of the Government and prevent competition of Government 
owned vessels with privately owned vessels.” 


It is the general consensus of opinion that it was not intended to exclude 
domestic chartering of passenger vessels but that it merely appeared at the time 
that the problem was essentially one ec erning the foreign trade 

it 1s possil le to read the statute even a it stands as continuing to per it 
‘ I harters under section 5 (e) So rene hat section wo allow domes 
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chartering after public hearing and would reserve chartering in the foreign 
trade for proceedings under title VII, including competitive bidding. 

The Maritime Legal Office, however, does not feel that such a construction 
is justified and it has been felt desirable by all parties to seek legislative 
Clarification. 

The proposed amendment of section 5 of the Ship Sales Act would do not 
more than the suggested construction above The original legislative plan 
would be restored, still leaving the provisions of the Merchant Marine Act to 
govern essential trade routes in foreign commerce, but permitting the Secretary 
of Commerce, after hearing and recommendation by the Federal Maritime 
Board, to arrange for bareboat charters in domestic Commerce in accordance 
with the provisions of section 5 (e). 





Phe ediate occasion for the amendment is a proposal by the Hawaiian 
Steamship Co., to charter the steamship La Guardia for service in a proposed 
run between San Francisco and Hawaii The vessel has been in layup for 
almost 2 years. The charterers would convert the vessel from a dormitory 
type to a superior tourist class with cabins for 2 and 35, such as are thought 
suitable f t] trade A substantial fixed hire would accrue to the Govern- 


ment as well aS a much improved vessel at the end of the charter, which is 
estimated t In oO years The charterer would of course be obliged to 


mitment by the 
Maritime Administrator that the articular armlication wou 





1 he approved 
A full public hearing would intervene before the Federal Maritime Board. All 
interested Maritime organizatio1 hay been consulted and have indicated 





they do not oppose the proposed amendment 
The conversion of the vessel will involve substantial expenditures in American 
shipyards, which are at present short of work. 

The operation will involve the employment of more than 300 crew members, 
and is therefore valuable in that direction. 

Finally, an important passenger unit will he added to the operating merchant 
marine, readily available for military use in the event of an emergency and 
maintained at a high level of current efficiency 

The legislation is needed for immediate use since it is not foreseeable that 
the project can be left open for an indefinite term of months pending the return 
of Congress in the next session 


\ ND SecTIon 5 (e) (1), MeRCHAD SHIP SALES Act oF 1946 
(New language in italics) 


Notwithstanding the provisions of sections 11 and 14 of this act, as amended, 
war-built dry-cargo vessels owned by the United States on or after June 30, 1950, 
may be chartered pursuant to the act for bareboat use in any service (including 
the domestic trade in the case of passenger ships), which, in the opinion of the 
Federal Maritime Board, is required in the public interest and is not adequately 
served, and for which privately owned American-flag vessels are not available 
for charter by private operators on reasonable conditions and at reasonable 
rates for use in such service No charters shall be made by the Secretary of 
Commerce under authority of this subsection until the Federal Maritime Board 
shall have given due notice to all interested parties and shall have afforded 
such parties an opportunity for a public hearing on such charters and shall have 
certified its findings to the Secretary of Commerce. The Secretary of Commerce 
is authorized to include in such charters such restrictions and conditions as the 
ederal Maritime Board determines to be necessary or appropriate to protect 
the public interest in respect of such charters and to protect privately owned 
vessels against competition from vessels chartered under this section: Provided, 
however, That all such charters shall contain a provision that they will be re- 

iewed annually by the Federal Maritime Board, with recommendations to the 
Secretary of Commerce, for the purpose of determining whether conditions 
exist justifying continuance of the charters under the provisions of this sub- 
section 


Mr. Kiavusner. Then there is also reference to a table appearing in 
the annual research report of the Hawaii Visitors Bureau for 1953. 
Tl e table In question Is table l on page 13 thereof, and if it is agree- 
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able I propose that that single table on page 13, not the whole report, 
be included in the record. 
The Cuatrman. That single table may be inserted in the record. 
(The matter referred to is as follows :) 


TABLE 1.—Visitors and visitor expenditures for Hawaii, 1921-53 


























Number of visitors | 
| Direct 
“? Etaying 2 days or longer | visivor 
Year | | 7 Jie ___| Staying | expendi- 
All visitors | | under2 | tures 
Both direc-| _West- Fast days | 
tions bound! | bound? } 
i ictal elds ae dag nected al icsailgt lian a staal lati ice Bias 
| | 
Dieccvcn-peinias Deen (3) 9, 400 | (3) @) (3) | $4,500,000 
has cacit Ue emglsapaa | 27, 878 9, 676 8, 493 1, 183 18,202 | 4,400,000 
1923__. 31,513 12, 021 10, 699 1, 322 19,492 | 5,500,000 
1924 | 31, 571 12, 468 | 11,311 1,157 | 19, 103 | 5, 700, 000 
1925 34, 394 15, 193 13, 689 1, 504 19, 201 7, 200, 000 
1926... ‘ é | 36, 240 16, 762 | 15,177 1, 585 19,458 | 8,000,000 
1927... | 37, 108 | 17,451 | 5, 693 1, 758 19,657 | 8, 200, 000 
1928... 7 40,773 | 19, 980 | 18, 275 1, 705 20, 793 9, 200, 000 
1929... 44, 452 22, 190 | 20,041 | 2, 149 22,262 | 10, 300,000 
1930... | 40, 236 | 18, 651 | 16, 995 1, 656 21, 585 8, 700, 000 
1931... 35, 048 | 15, 780 14, 332 1, 448 19, 268 | 6, 900, 000 
32... 27, 032 | 10, 370 | 9, 464 906 16,662 | 4,100,000 
27, 10,131 | 9, 345 766 17,173 | 3,800,000 
| 41, | 16, 161 | 14, 841 1, 320 25,110 | 6, 300, 000 
45, 19, 933 18, 030 1, 903 25, 992 7, 900, 000 
50, 22, 199 | 20, 039 2, 160 | , 0 | &, 900, 000 
| 53, | 21, 987 | 19, 489 | 2.498 | 31,951 | 9,500,000 
| 50,175 | 23, 043 2,190 27, 132 | 10, 200, 000 
1939... | 65, 24, 390 2,653 41,049 | 11,000,000 
1940__. 49, 5: ; j 2.004 | 24, 165 | 12, 000, 000 
1941 55, 676 | 1,421 | 23,830 | 16, 400,000 
1942-45... (4) (4 (4) | (4) 
1946... (3) (3) (3) | 6,300,000 
1947... (3) | ( (3) } 12, 100,000 
1948___ (3) | | (3) | (3) 18, 900, 000 
1949 | (3) | | (3) | 17,700,000 
1950. | 88, 510 | (3) (3) | 41,917 | 24, 200,000 
1951__. | 103, 924 | 41, 634 | 3, 931 52,359 | 28, 980,000 
1952 | 111, 718 54, 618 5, 921 51,179 | 32,800,000 
1953- 130, 956 | 72, 152 8, 104 50,610 | 42,600,000 





From North America. 

From Asia or Oceania. 

3 Not available. 

4 War years; visitor industry suspended. 


Source: For source of data for 1921-52, see Hawaii Visitors Bureau, Annual Research Report on Visitors 
to Hawaii, 1952, table 1; data for 1953 from present report. 
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TABLE 1-A.—Visitors staying 2 days or longer, 1929, 1989-41, 1951-53 


Post-World War II | Pre-World War II 




















Month | See = 
1953 1952 1951 | 1941 1940 | 1939 | 1929 

Pa - | | 

Monthly total | 
rhe year ; we 80, 346 60, 539 51,565 | 31,846 25, 373 24, 390 22, 190 
January 3 - . 5, 849 4690 3, 265 2, 470 1, 790 1, 863 2, 485 
REELED OED 6, 512 5, 159 4, 329 2,618 2, 2,113 2, 409 
March. _. Shes 5, 665 5, 164 4,223} 2,380 1, 723 1, 789 | 2, 205 
April... Sided | 6, 559 4,516 3, 331 | 2, 718 1, 762 1, 485 1, 193 
May pes 6, 031 4, 988 3, 548 | 3, 606 | 2, 447 | | 2, 157 
IN ee —_ om 8, 489 4,925 5, 241 2,774 2, 431 2, 486 
July s . 9, 307 4, 897 6, 002 | () | 3, 596 , 751 | 2, 618 
August = 5 | 6, 784 5, 808 4,425 (1) | 2, 250 , 473 | 2, 064 
September... 6, 084 4, 062 4, 107 (1) 1, 602 , 6 1, 004 
October 7, 591 6, 646 4, 820 (1) 2, 122 1, 603 924 
November _._. 5, 291 4, 767 3, 826 (1) 1, 043 | 1, 744 | 1, 139 
December saeakale ‘ 6, 184 4, 917 4, 448 () 2, 295 , 281 1, 506 

Cumula | 

T So yugh February-...-.--- 12, 361 | 7, 594 5, O88 4, 102 3, 976 | 4, 894 
Through March_._- 18, 026 11, 817 7, 468 5, 825 5, 765 7,099 
Through April_- 24, 585 15, 148 10, 186 7, 587 7, 250 8, 292 
Through May lait 30, 616 18, 696 13, 792 10, 034 9, 408 10, 449 
Through June___. oe: 39, 105 23, 937 16, 566 12, 465 11, 848 12, 935 
Through July. 2 48, 412 29, (‘) 16, 061 15, 599 15, 553 
Through August | 55,196 34, ¢ (1) } 18, 311 18, 072 | 17, 617 
Through September___. 61, 280 38, ¢ (1) 19, 913 19, 762 18, 621 
Through October | 68, 871 3, 3 (4) | 22, 035 21, 365 19, 545 
Through November.-_.. 74, 162 | 47,117 (4) 23, 078 23, 109 20, 684 


1 Not available. 


Source: Hawaii Visitors Bureau basic data survey; carriers; Territorial Planning Board, Ist progress 
report, February 1939, p. 317. 


Mr. Kiausner. Now, Mr. Martin referred to the problem which 
arose in connection with the Luckenbach Steamship Co. whose repre- 
sentative appeared on the Senate side and suggested the possibility that 
the language might permit an intercoastal charterer of passenger ves- 
sels to carry cargo on some theory that, perhaps, it was necessary to 
piece out the passenger operation, and so the various types of inter- 
coastal services which rely so much on all of the cargo they can get 
might have an incidental form of competition they could not control. 

It was the opinion, I believe, of the Maritime Administration, as well 
as ourselves, that under section 5 (e) as it stands, and as it would be 
applicable to the new application, there would have to be proof of the 
need for cargo space as such in the intercoastal trade before permission 
would be granted by the Maritime Administration, and I am anxious 
that the record should show distinctly that this was our joint con- 
clusion, that under section 5 (f) it would be necessary for an appli- 
cant seeking to carry cargo on a passenger vessel in the intercoastal 
trade to justify the separate carriage of such cargo need judged on the 
statutory criteria set forth in section 5 (e). T think possibly Mr. 
Ackerson would have some ued on that. 

The Cuamman. Mr. Ackerson, do you care to add anything on that 
point ? 

Mr. Acxerson. That is our understanding of the law at the present 
time, that would not be changed by the amendment to the law here be- 
fore us. That is our present understanding of the law, that it would 
not be changed. 

The Cuatrman. Thank you. 
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Is Mr. Odell Kominers of the Luckenbach Steamship Co. present 
this morning ? 

Mr. Kiausner. I should say that in these last remarks I have made 
I have ventured to speak for Mr. Kominers as well as Mr. Martin, and 
he kindly consented not to come here if I would make this statement 
on the record. 

The CuatrMan. As I indicated at the outset we will take the bill up 
in executive session either Monday or Tuesday, probably Tuesday, and 
act upon it at that time. 

The committee will adjourn subject to the call of the Chair. 

(Thereupon, at 11:20 a. m., the committee adjourned subject to the 


call of the Chair.) 








APPENDIX 





THE SECRETARY OF COMMERCE, 
Washington 25, July 21, 1954. 
Hon. ALVIN F’. WEICHEL, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 

DeaR Mr. CHAIRMAN: This letter is in reply to your request of July 13, 1954, 
for the views of this Department with respect to H. R. 9868, a bill to amend the 
Merchant Ship Sales Act of 1946 to provide for the charter of passenger ships 
in the domestic trade. 

The bill would amend section 5 (e) (1) of the Merchant Ship Sales Act of 
1946, as amended, by including within the first sentence thereof authority to 
charter war-built passenger vessels for bareboat use in domestic trade. The 
present authority to charter war-built passenger vessels is contained in section 
5 (f) (1) of such act, which authorizes charter by the Secretary of Commerce 
pursuant to title VII of the Merchant Marine Act, 1936, as amended (charter- 
ing for use in essential foreign trade route services). 

Subsections (e) and-(f) were enacted June 30, 1950, when the previous author- 
ity to charter under the Ship Sales Act was scheduled to terminate July 1, 
1950. Charters under subsection (e) (1) may be made for bareboat use of war- 
built dry-cargo vessels in any service which, in the opinion of the Federal Mari- 
time Board, is required in the public interest and is not adequately served, and 
for which privately owned American-flag vessels are not available for charter by 
private operators on reasonable conditions and at reasonable rates for use in 
such service. No charters may be made except after notice to interested parties 
of an opportunity for public hearing and after certification of findings by the 
Board to the Secretary of Commerce. The charters are subject to annual review 
by the Federal Maritime Board. 

It appears from the Congressional Record of July 12, 1954, pages 9734 through 
9726, that the bill was introduced in response to a request from a steamship 
company desiring to charter the steamship LaGuardia, a war-built vessel which 
has been laid up in the national defense reserve fleet for about 2 years. It fur- 
ther appears that the prospective applicant for charter contemplates conversion 
of the vessel from the dormitory type to a tourist type suitable for service between 
San Francisco and Hawaii. There is, of course, no commitment on the part of 
the Department of Commerce, the Maritime Administration, or the Federal Mari- 
time Board, to act favorably upon any particular application when and if made. 
A public hearing would be preliminary to any determiantion to enter into a 
charter of this vessel or any other war-built vessel under the amendment. 

Chartering of passenger vessels in the domestic trade would place in service 
additional units for the merchant marine which, being engaged in the domestic 
trade, would be readily available for military use in the event of an emergency 
and should be valuable operating units in our merchant marine. 

The measure is in general terms and would provide a desirable authority in the 
Government to charter any war-huilt passenger vessel in the defense reserve. 
The chartering provisions of section 5 (e) are well designed to protect the public 
interest in the matter. 

When the original section 5 of the 1946 act was enacted, passenger vessels 
could be chartered for use in any service. However, in 1950 the pressing prob- 
lem was providing passenger vessels for the essential foreign trade services of the 
United States. The present low economic state of domestic ocean-borne trans- 
portation is well recognized and authority to make use of available Government 
passenger tonnage in such service, where reasonable and proper, would be in 
the interest of the Government and the public. Placing a passenger vessel in 
active operation will provide work for ship-repair yards, employment for seamen 
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under the United States flag, and for the maintenance of a transportation facil- 
ity in a ready-defense condition. 

In the interest of better arrangement, the committee may deem it desirable, 
instead of amending section 5 (e), to amend section 5 (f), which covers the 
charter of passenger vessels, so that provisions for chartering passenger vessels 
would be set forth in one subsection, The objective of the bill could be accom- 
plished by such amendment of section 5 (f) (1), as follows: 

Page 1 of the bill, strike out lines 8 to 7, inclusive, and insert in lieu thereof 
the following: That section 5 (f) (1) of the Merchant Ship Sales Act of 1946, as 
amended, is amended by inserting before the period at the end thereof a comma 
and the following: “and may charter any war-built passenger vessel owned by the 
United States for use in the domestic trade of the United States, pursuant to 
subsection (e) of this section.” 

In view of these considerations, the Department of Commerce recommends 
enactment of the measure amended us suggested. 

The Bureau of the Budget has advised that it would interpose no objection 
to the submission of this letter to your committee, 

Sincerely yours, 
SINCLAIR WEEKS, 
Secretary of Commerce. 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, July 22, 1954. 
Hon. THor C. TOLLerson, 
Acting Chairman, Merchant Marine and Fisheries, 
Hlouse of Representatives. 

Dear Mr. TOLLEFSON : Reference is made to your letter of July 13, 1954, trans- 
mitting a copy of H. R. 9868, 83d Congress, 2d session, entitled “A bill to amend 
the Merchant Ship Sales Act of 1946 to provide for the charter of passenger ships 
in the domestic trade,” and requesting a report and recommendations concern- 
ing the proposed legislation. 

As indicated by Senator Butler’s explanation of a companion bill, S. 3732, 
on pages 9734 to 9736 of the Congressional Record of July 12, 1954, the purpose 
of the bill is to authorize the Secretary of Commerce to charter Government- 
owned, war-built passenger vessels for use in the domestic trade. The legisla- 
tion is needed to provide the authority for the Secretary of Commerce to charter 
the steamship LaGuardia, now in the reserve fleet, to the Hawaiian Steam- 
ship Co. 

As originally enacted, section 5 of the Merchant Ship Sales Act of 1946 
(50 U. S. C. App. 1738) consisted of the present subsections (a), (b), and (c) 
only. Because of the parenthetical reference in subsection (b) to passenger 
vessels, such vessels were considered as included within the meaning of the 
term “dry-cargo” vessels. However, subsections (e) and (f) were added to 
section 5 by the act of June 30, 1950 (64 Stat. 308), and, because the latter specif- 
ically provided the authority for the chartering of passenger vessels, whether 
or not war-built, the inclusion of such vessels within the meaning of dry-cargo 
vessels was not thereafter warranted. Subsection (f) requires that such charter- 
ing be made pursuant to title VII of the Merchant Marine Act of 1936, as 
amended, which requires competitive bidding and is limited to essential foreign 
trade routes. 

The proposed amendment would specifically include the chartering of war- 
built passenger vessels for bareboat use in the domestic trade under the provi 
sions of subsection 5 (e), leaving the charter of passenger vessels for bareboat 
use on essential foreign trade route to be made pursuant to title VII of the 1936 
act, as provided in subsection 5 (e). 

This Office has no information relatively to the need for or desirability of the 
required authority. However, if the authority is to be granted, it is sug- 
gested that an amendment to subsection (f) might be preferable. In that 
event, the desired result could be obtained by substitution of the following lan- 
guage for that contained in 8S. 3732: 

“Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 5 (f) of the Merchant Ship 
Sales Act of 1946 is hereby amended by changing the period to a comma and 
there be added the following: ‘and any war-built passenger vessel may be 
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chartered for use in the domestic trade pursuant to the provisions of subsection 
(e) of this section.’ ”’ 
Sincerely yours, 
FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 





SHIPBUILDERS COUNCIL OF AMERICA, 
Washington 5, D. C., July 26, 1954. 
Hon. THOR C. TOLLEFSON, 
Chairman, House Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 

Dear Mr. TOLLEFSON: Attached is a copy of a letter delivered to Senator John 
Marshall Butler, chairman of the Water Transportation Subcommittee of the 
Senate Committee on Interstate and Foreign Commerce, by Mr. L. R. Sanford, 
president of the Shipbuilders Council of America, in regard to S. 3732, which I 
understand is now being considered by your committee. A lack of time prevented 
the writing of an original letter to you. I trust this means of communicating to 
you the attitude of the council on 8. 3732 will be acceptable. 

Respectfully yours, 
WINDER R. Harris, Vice President. 


JULY 14, 1954. 
Subject : S. 3732, to amend the Merchant Ship Sales Act of 1946 to permit charter- 
ing of passenger vessels for domestic trade. 


Hon. JoHN MARSHALL BUTLER, 
Chairman, Water Transportation Subcommittee, 
Senate Committee on Interstate and Foreign Commerce, 
Washington, D. C. 


My Dear Senator: The Shipbuilders Council of America appreciates the oppor- 
tunity to present its view on the pending bill, S. 3732, to amend section 5 (c) of the 
Merchant Ship Sales Act of 1946, to permit chartering of United States-owned 
passenger vessels for use in the domestic trade. 

The council has no objection to such an amendment to the act for the purpose of 
providing clear legal authority for the Secretary of Commerce to charter the 
steamship LaGuardia for operation in the domestic trade. 

Very truly yours, 
L. R. SANrorD, President. 
y 





